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More Paste 

T HE HOUSE today takes up the tax cut 
legislation that Speaker Newt Gingrich has 
called the crown jewel of the Republican 
Contract With America. It’s a jewel made of political 
paste. No less a party stalwart than Chairman Bob 
Packwood of the Senate Finance Committee has 
described the $500-a-child tax credit that is its 
central provision as “terrible tax policy, terrible 
economic policy.” He’s right, and the same descrip- 
tion could be extended to the rest of the bill. The 
measure apparently will pass nonetheless. The mod- 
erate Republicans who briefly threatened to block it 
on grounds that the cuts would compound the deficit 
have folded. Many of them say privately they're 
counting on the Senate to bail them out. 

Before it cuts taxes. Congress should cut the 
deficit. The Republicans say they’ll get to the deficit 
later. That’s what they said in 1981 too. The 
national debt then — the total of all deficits past — 
was less than $1 trillion. Now it’s approaching $4 
trillion and is rising at a rate of almost another $1 
trillion a presidential term. Interest alone is a sev- 
enth of the budget. A tax cut in such circumstances 
is a self-indulgent act and a further shift to the next 
generation of a burden that this generation should 
bear. Many of the provisions in this bill were put 
there in the name of increased savings. But by 
leaving the deficit larger than it would otherwise be, 
they are much more likely to reduce the savings 
rate. By that measure, too, the future suffers. 


Than Jewel 

The burden of this bill is the greater because the 
effects are masked. Provisions were carefully writ- 
ten in such a way that revenues would be reduced 
much less in the first five years, the ones that count 
in the budget process, than thereafter. The tax cut in 
the first five years would amount to about $180 
billion; in the second five, between $450 billion and 
$500 billion. The Treasury says that fully half this 
relief would go to the top 10 percent of all taxpayers 
and a fifth to the top one percent. To pay the cost, 
insofar as they would fully pay it, the sponsors 
propose sharp spending cuts. Some of the sharpest 
would be achieved through “welfare reform” in 
programs for the poor. One of the tax cuts would be 
achieved by indexing capital gains, another by in 
effect indexing depreciation allowances. Part of the 
cost would be paid by reducing the indexation of food 
stamps. That’s as good a metaphor as any for the 
social policy that undergirds this bill. 

_ Spending cuts are hard to come by in the best of 
circumstances. They shouldn’t be wasted on tax cuts 
whose effect will be to make worse the fiscal 
condition the spending cuts are meant to cure. Not 
even a lot of the likely beneficiaries think this bill 
would be worth its enormous cost. The president, 
having proposed a tax cut of his own, can only oppose 
it on the margin. The Republicans worry lest they 
break their promises. But the most important prom- 
ise is to erase the deficit, and this bill makes that one 
harder to fulfill. 


